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TAGS: ETRD, XF 

SUBJECT: ARAB BOYCOTT: FRIESEN INTERNATIONAL 

1 . IN DEPARTMENT'S PREVIOUS DISCUSSIONS WITH REPRESENTA- 
TIVES OF FRIESEN INTERNATIONAL, WE HAVE NOTED SIGNIFICANT 
DISTINCTION BETWEEN USE OF COMPLIANCE WITH LAWS CLAUSE 
(I.E., COMPANY X AGREES TO COMPLY WITH LAWS OF COUNTRY Y) 

AND USE OF GOVERNING LAWS CLAUSE (I.E., TRANSACTION WILL 

BE GOVERNED BY LAWS OF COUNTRY Y OR LAWS OF COUNTRY Y WILL 
BE APPLICABLE TO TRANSACTION). 

2. UNDER TREASURY GUIDANCE RE ANTI-BOYCOTT PROVISIONS OF 
TAX REFORM ACT OF L976, USE OF COMPLIANCE WITH LAWS 
CLAUSE WOULD CAUSE LOSS OF VARIOUS TAX CREDIT, TAX 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 205686 

DEFERRAL OR DISC BENEFITS. USE OF GOVERNING LAWS CLAUSE 
WOULD NOT HAVE THIS SAME EFFECT. 

3. GIVEN POSSIBILITY THAT SIMILAR DISTINCTION MIGHT BE 
MADE UNDER FORTHCOMING USDOC EXPORT ADMINISTRATION ACT 
REGULATIONS, ADDITIONAL REASON EXISTS FOR SEEKING BOY 
COTTING COUNTRY ACCEPTANCE OF SUBSTITUTED USE OF GOVERNING 
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LAWS CLAUSES. 

4. IF EMBASSY HAS OPPORTUNITY TO DISCUSS THIS MATTER 
WITH FRIESEN INTERNATIONAL REPS BEFORE FINAL LANGUAGE OF 
NEW CONTRACT IS LOCKED IN PLACE, WE SUGGEST YOU RAISE 
THIS ISSUE AND DETERMINE WHETHER FURTHER APPROACH TO GOVT 
OF KUWAIT IS ADVISABLE. VANCE 
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